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'Perhaps our going to war is the only way in which our present
prominent trade position can be maintained and a panic averted',
wrote the U.S. ambassador in London, Walter Hines Page, in 1917,
while America was still outside the European conflict.

America's going to war soon brought her industries and farms that
flood of orders, that justification for building new plant and applying
new technology, that mighty impulse to fresh expansion of economic
activity which her peace economy had no longer been able to unleash.
Not only was a panic prevented, but a great boom was set off and the
war, for the time being, saved the economic order of free enterprise.
During the average ten years after the war, the per capita income in
terms of actual purchasing power was 9 per cent above that of the
ten pre-war years. Employment reached unprecedented heights, war-
time-swollen exports stayed large, supported by big American loans to
allies and ex-enemies, and by 1929 the output and sales of industry
were twice as large as they had been in 1914.

Yet, even during that great boom, millions of Americans still found
no jobs, the farmers failed completely to benefit from prosperity, and
fully one-fifth of the nation's productive capacity remained idle.*

Eventually, the stimuli of war expansion and war-accumulated
savings were spent. The swollen speculative credit structure collapsed.
The panic struck. It threw the nation back and paralysed the system
of 'free enterprise* as no social order in all history had ever been
paralysed without defeat in war or pestilence.

For ten long years there was depression in the United States. It
responded little to the counter-measures of the New Deal. For the
New Deal's state controls over business went no further than necessary
to help private enterprise survive to a new sunny day. They restricted
this or that right of business but never touched its basic power over
the nation's economic fate. They redistributed the national income
only superficially but did not mean to bring about a thorough reform
of the economic system. The nation's income fell, production dropped,
and unemployment rose to proportions the modern world had never
seen.

Those were the tragic years of which seven had already passed and
three more were still in store when President Roosevelt said in 1937:
*I see- a great nation, upon a great continent, blessed with a great

* *... the economic system works very imperfectly at best. Figured on a con-
servative basis ... we estimate that the economic machine operates at the best
around 80% of capacity and at the worst at little more than 50%'. (Brookings
Institution, Income and Economic Progress).